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THE CURRENCY. 



LETTER, No. I. 

I The question of the currency is becoming every day of 
■ morG Tital importance to the welfare of tlie country ; and 
l^et we have few leading men who appear to take any 
\ efficient interest in the subject, or from wliose labours any 
I practical result can be expected to arise. The government 
I look for information on this momentous topic to the great 
^capitalists, whom they suppose sufficiently practical to 
K«iitighten them, and guide tliem through all the labyrinths 
^Mrhieb appear to beset it. A more erroneous or fatal idea 
I eould not possess the minds of those who are to legislate for 
I B great commercial country like England, where so many 
L changes and ruinous monetary crises occur in a single y^r, 
I /The simplest indiiHdual must be aware that the true wealth 
I' of a country is its labour ; that in order to reap the greatest 
I produce of"^ labour there must be a sufificient circulating 
r medium ; and on the steadiness of value of tliis same circu- 
fladng medium, depends the healthy state of tlie country. 
I ^d what can be said to be the state of health, and the 
Kresults Ckely to follow such a fluctuation as has been 
I lexperienced in tlie present year, when discounts have ranged 
1 from two to ten per cent, for bills of short date ? The natu- 
ral consequence seems teeming witli destruction to all 
manufacturers of moderate capital; large masses of Uie 
people suddenly thrown out of employment, who, with 
their families, feel all the horrors of famine and utter desti- 
tution, rendered more acute by their want of moral qualities, 
of which, former high wages, during the plethora of cash, 



have been the main cause. For those who live in manu- 
facturing districts must be aware that liigh wages tempt the ' 
workmen to profligate habits ; and that after tlie pay-day 
there always exists a great difficulty to get the men to work 
for the following two or three days, which are generally 
spent at the alehouse. " 

As such consequences have been the result of tlie pre- 
sent unbalanced state of the monetary system, is it not time 1 
that our rulers should do something more than consider, J 
whether the labour of the country should remain unpro- I 
ductive, that the people should starve, and their miuds, T 
un strengthened by education, be incapable of resisting the J 
temptation which the possession of a few pounds presents 1 
to them? First, let us consider whence arises this exces- I 
sive pulsation of the circulation. We must go back to I 
1825, when, from a state of plethora, Dr Peel, by a boli ■ 
and reckless use of his lancet, reduced the system to such 
a state of exhaustion that our rulers, from that time, have 
been puzzled to find out why this Dr Sangrado style won't 
answer. The Bank of England is now become the arbi- 
trary ruler of the commercial part of this country, from its 
absolute power of expanding or contracting the circulation, 
at the will of its directors, who are generally men of the 
largest private fortunes, and whose interests are totally at 
variance with that of the people. For whenever the screw, 
as it is emphatically called, is applied, and those under its 
operation feel that, without instant relief, ruin must ensue 
— ttien comes a rich harvest to the capitalist, who, through 
his bill-broker, will discount bills at an enormous interest, 
and which, until lately, was deemed usurious ; but since it 
ha£ been proclaimed no longer so, these panics in the money 
market have been more frequent. May we not from this 
naturally infer, that those who possess large capitals endea- 
^^^^ vour to raise the value of money above its true standard, 
^^^L and unfortunately, from the scarcity of the metallic standard, 
^^^H they succeed but too often ; and then, by the ruin of thou- 
^^^H sands, one rich man is made still richer? 
^^^H As the Bank of England supplies by its notes so large a 

^^^H portion of the circulation as eighteen millions, we canno^ J 
^^^H deny that a very serious responsibility rests on the Direc- 1 

I 
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■with reg;ard to management; and it appears to matty a 

lestioii of difficulty what is the right course to pursue, 
e may easily conceive tliat, in this dilemma, self-interest 
must ffive a considerable bias. The directors of the Bank 
consider it necessary to hold in their coffers about one- 
third of their circulation in gold. Now, as foreign exchanges 
are continually vibrating, and gold, when higher abroad, 
becomes scarce at home, and demands for cash upon the 
Bank begin to lighten the strong chesty and prove tne diffi- 
culty of their retaining the gold, then on goes the screw, 
%ith such a sudden turn, as to upset the calculations which, 
ider anything like ordinary circumstances, would be 
temed prudent, and lamentable arc the consequences that 
'ensue. Then down go exchanges abroad, home comes the 
gold] off comes the screw, money becomes easy, wages get 
up, and the rash improvident speculator is called into being, 
to the injury of those of the right stamp. Thus gold, tlie 
standard of"^ our circulation, is, like fortune's foot ball, 
kicked here to-day, and there to-morrow, and the trade 
and commerce of the country losing its stability of charac- 
ter, and assuming a more speculative aspect. 

As the evil of tlie present system is universally felt, aud 
screw loose somewhere generally acknowledged, although 
le why and how may not be so apparent to all, it remains 
to point out, if possible, some remedy. lu the first place, 
we must look back to 1835, when the exuberance of the 
circulation, from the unlimited issue of one-pound notes, 
offered a temptation to tlie inexperienced to embark in 
wild and visionary schemes ; aud a facility to the unprin- 
cipled to gull the public with such fantastic bubbles, tliat 
it seemed absolutely necessary for the Government to 
check this gambling mania before it liad produced a national 
bankruptcy ; but most unfortunately the remedy was nearly 
as bad as the disease, and all but produced what it was 
intended to prevent. So violent was the shock of the 
sudden withdrawing of tlie one-pound notes from the circu- 
lation, and so widely spread the ruin wMch ensued, that 
thb country has never since recovered her healthy tone, 
but lias been languishing from the excessive depletion 
resorted to. 



We may, therefore, deduce from p^nfiil experience, that 
as an unlimited issue of paper was a dangerous evil, pro- 
ductive of gambling speculations, tempting and diverting 
firom their legitimate pursuits merchants ana manufacturers, 
who are the mainstay of BritiBh commerce, the employers 
of men from whom the labour or wealth of the country is 
derived ; so, on the other hand, the opposite extreme of too 
limited a circulation has greatly diminished the number 
of employers, and consequently not only a large portion of 
labour is last, but the burden of maintaining those out of 
employment is very great. But this is not the only evil 
consequence resulting : there is also the daily uncertain 
state of the money market, from gold being sought after as 
a marketable commodity, and being, at every rise in 
foreign exchanges, diverted from its proper use, and tem- 
porarily withdrawn from circulation. The capitalist not 
only reaps a gain on the gold as an article of merchandise, 
but he can also, from the pressure which withdrawing the 
gold has occasioned, employ his surplus capital by dis- 
counting at a high rate. 

Now, as a few millionaires can at will, on account of the 
scarcity of gold, disturb the stability of commerce, and 
tliereby make a considerable profit from the distress they 
have occasioned, is it not time that some efficient check 
should be applied ? If there Is not a sufficient supply of 
gold for those nations who endeapour to establish cash 
payments, and the struggle to obtain what is already insuf- 
ficient for the ordinary circulation converts a large portion 
of it into a marketable commodity, would it not be prudent 
to create a substitute for our actual wants, and tliat the 
substitute should possess some principle of locality unknown 
to the cosmopolite gold ? And what would answer this pur- 
pose better than a Government issue' of one pound, ten 
shilling, and five shilling notes, in such proportions as may 
be deemed necessary, and limited by act of Parliament to 
such amounts as would relieve without depreciating too 
much the real value of money? That there would be tem- 
porarily a slight depreciation, must be expected, but not 
greater than what constantly occurs under the present flu&- 
, tuating system; but the stability given to the circulatiiig 
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raediani would inlHiHe some vigour into the energies of the 
people, and the trade of the country might again flourish in 
renewed health. 

Our legislators muatview this subject with a. patient and 
dispassionate investigation, undisturbed by tlie importu- 
nities of many, whose zeal, with regard to their viewa on 
the currency, has led them, in season and out of season, 
continually to advocate the necessity of their propositions 
being adopted. Tlie insular position of this country, with 
ita numerous colonies, the unconquerable energies of the 
]jeople, give it a vast superiority over every country in the 
world ; and there can be no reason why, with good and 
prudent management, it may not be the happiest. With 
the singular good fortune of a Queen desirous of reforming 
abuses, and anxious for the welfare of all the people, what 
obstacle is tliere to prevent such a result ? A proper edu- 
cation of the people is of the first importance as conducing 
to their moral welfare, and an equitahle adjustment of the 
currency, with the gradual adoption of a free trade, as a 
means for their physical prosperity, 



No. II. 

JuDoiNo from past experience, the time cannot be fer dis- 
tant when the Government will be compelled to grapple 
with the subject of the currency. The only question for 
the consideration of ministers is, whether they will at once 
courageously attempt something practical, and take the 
necessary steps for eifecting a more equitable adjustment 
of the circulating medium, whilst there is time for a calm 
and temperate deliberation; or whether they will pro- 
crastinate until, in some critical period of imminent peril, 
cash payments will be suspended, and privileges will be 
granted to the Bank of England which ought to be retained 
in the hands of government, as a protection to the people. 
I'ur, though the bank is considered national, yet we must 
bear in mind that the directors, who are large shareholders. 




look first to tie private Interest of the proprietors of stockf 
wliich IB diametrically opposite to the public welfare; inaa- 
mucL as tliat, when money is plentiful, the Bank will dis- 
count at a very low rate, iu order to increase its profits from 
I an extended circulation of notes ; and thus a glut in the 
money market is the natural consequence. And again, 
when there is a pressure from the scarcity of money, they 
viiM draw in tlieir notes, and refuse to discount, for fear of 
the demand for gold — thus increasing tlie distress ; which 
shows the necessity for such an alteration of the present 
system as will constitute a more liealthful and advantageous 
relationship between the bank and the public. And what i 
would be the effect if cash payments were suspended, and ' 
the bank once more possessed the privilege of issuing one- I 
pound notes ad libitum ? The largest dividend that could be 
secured to the proprietors would he the first consideration; 
and as this is chiefly acquired by an extensive circulation, , 
discoimting at a very low rate would be resorted to, and 
the evils of 1823 would again be accumulating to over- 
whelm us. 

When we contemplate the immense paper circulation, 
amounting, in bills of exchange. Bank of England and 
cgmitry bank-notes, &c., to about two hundrea millions, 
and consider that, in the event of a war, or any public 
exritement, gold might legally be demanded for the whole, 
and calculate what amount of gold could be applied to this 
purpose, we may well be alarmed at finding that the bank 
cannot retain in the strong chest more than four millions — 
above half of wbicli, we are told, was borrowed from the 
Bank of France i and out of ten millions which is supposed 
to be now in circulation, as a substitute for the one-pound 
notes, it is not probable that more tliau one or two nullions i 
would be in the Lands of the private bankers, so as to be ■ 
available. | 

A very intelligent writer on this subject, Mr Leathern, 
a banker, of Wakefield, in Yorkshire, lias proposed as an 
imnrovemeu^ that silver sliould be made a legal tender, in 
order to widen the metallic base upon which all this super- 
structure of paper rests. There cannot be any solid objeo- i 
tion to this proposition ; but the amount of silver would beW 



ittsnflHcient) as well ea inconvenient, on account of its btdfe. 
From six to eight millions of ffovernment paper would, if 
added to the metallic standard of gold and silver, widen 
the base sufficiently to encounter the danger of this super- 
structure being overset by trade winds and millionaire 
tornados. I propose that an act of Parliament should 
g;rant to the governmeut the power of issuing immediately 
from the mint sbc millions of one-pound, ten-shilling, and 
five-shilling notes; witli a furtlier issue, if necessary, of 
four millions, limiting, in the grant, the total amount to ten 
millions. By tins means, not only would the question of 
the currency be satisfactorily arranged for the convenience 
of the nation at large, but the people would reap the bene- 
fit accruing from the interest on the government paper, and 
the necessity of any fresh taxes, in the event of a war, 
would be avoided. The bank would also be a e;ainer from 
a larger issue of its notes ; for, as its circulation must of 
course depend upon its ability tomeet all demands with 
cash, the increase of the standard would afford a greater 
facility of doing this, and tlie demand for gold, which is 
now 80 constantly pressing, would almost be entirely 
obviated ; and the security thus given to the bank would 
enable it to issue its notes much more extensively. But 
in order to prevent money from becoming too cheap, I 
should recommend some limit to the rate of discount, which 
certainly should not be less than 4 per cent. 

The government must, of course, determine whether the 
bank requires any restriction in this point : I shall merely 
quote a passage from a letter of Mr Leathem's to Mr Wooa, 
the chairman of the committee of the House of CommonS) 
on this question : — " Another error on the part of tlie bank 
has been the formation of branches, which are so many 
points of attack in times of discredit; and all require 
deposits of bullion for their preservation. The bank has 
endeavoured, through these branches, to induce other joint- 
BtAck banks, as a step towanis obtaining the control of 
the issue of notes, to give up their circulations, and adopt, 
instead, that of the bank; and has offered the inducement 
to grant a discount account for a limited number of years, 
at a low rate (say 3 per cent.) to the extent, in some cases, 



of 300,000/., when the previouB circulation of notes of auc 
bank has not exceeded &0,000/. i I have heard of no pr 
vate hanker so fitr degrading himself. During the last 
year, in the scarcity of money, which had risen to 8 per 
cent, and 10 por cent.i and whilst the bank was straining 
every nerve to reduce its circulation of notes, on account 
of im&vourahle exchanges, *lhese privileged joint-stock 
banks were discounting, at full swing, through tlie Bank 
of England, to large profit, paying 3 per cent., and charg- 
ing 6 and 7 per cent. To use a vulgar comparison, while 
the bank was driving the bung into the barrel at one end, 
to save the ale, a number of gimlet holes had been left 
open at the other eud, which could not be stopped by 
agreement." 

From this we may perceive, that altliough a charter of 
privileges has been granted to the bank, it is not in the 
power of any government to grant a charter of wisdom. 
It appears also necessary that a regulating power as to the 
circulation of this country should lie in the bands of those 
who are answerable for the discretion with whicli it ia 
applied. For the course which a prudent government 
would adopt, would be tlie very reverse of the Bank of 
England system — the issue being free in times of diflSculty, 
and restrained when money is in abundance ; for the call 
for money varies as to the amount, according to the price 
of provisions and various articles required for consumption. 
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No. III. 

The working of the currency is governed by certain laws, 
which must be properly understood by those who are to 
legislate on the subject, or otherwise it must be all hap- 
hazard, troublesome in operation, and ruinous in the 
result. In the first place, money owes its existence to the 
commencement of civilization ; and was, at iirst, ponderous 
■ and inconvenient, but suited to the primitive wants of | 
mankind ; then as civilization progressed, the ingenuity of 
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man was exerted to render it eUU more commodious, until, 
by successive improvements, we liave arrived at our present 
state, which would be as perfect as we could wish if the 
ruling powers understood the quostioii more tlioroughly ; 
and if, in their wish to be better informed, they did not 
apply for advice to those who !ire interested in leading 
ttiem wrong. Let us consider the different classes of the 
people separately, their various wants, and the present 
system of the currency as applied to those wants. The 
people are divided into agricultural and manu&cturing 
classes in various branches, mercltants, professional men, 
and those whose possessions enable them to live without 
any kind of labour. 

Gold is the standard upon which all the different kinds 
of representatives of real value are measured and based. 
The first and most numerous species of the representative 
are bills of exchange, which are used chiefly by merchants 
and manufacturers ; these are drawn generally at three 
months ; they pass by indorsement, and are calculated \fy 
Mr Leathem to amount to 538, 4 93, 843/. in one year, which 
when divided by four will give the amount at one time in 
circulation — viz., 133,123,460/. The next species are the 
Bank of Engknd and country bank notes to the amount of 
34,000,000— viz.. 17,000,000 Bank of England, 13,000,000 
English country bank, and 5,000,000 IreCind and Scotland 
bank paper ; and this bank paper en masse forms a fictitious 
and insecure basis for the formidable amount of bill circu- 
lation. In justice to the country banks we must here 
remark, that the insecurity of the base is by no means 
applicable to them, and that their part of the base, which 
is very small (nearly all bills being payable in London) is 
perfectly steady ; and with regard to the circulation of 
country banks, nothing can be more healthy and better 
regulated, as the credit of each country bank forms for 
itself a circle, smaller or more extended according to the 
opinion of the neighbourhood as to its stability, ana beyond 
which circle tliere is no passing; and the issuing of more 
notes than what are absolutely required in this circle woidd 
be only attended with rbk and expense to the banker, as 
the notes would return upon them through the neighbour^ 
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ing banks, and the balance of the mutual excliange must 
be paid over in London, 

The Bank of England notes are the shifting part of tli^ 
base, from their fluctuating principle of ebbing and flowing, 
spring and neap, ocean-like system, being influencetj, 
(instead of the moon) by foreign exchanges, or the price 
of gold, which is the narrow and only legitimate base upon 
which the whole superslructure rests ; and this not secure 
but shifting, from the fact that, as in England the value is 
regulated by a steady and uniform price, in foreign coun^, 
tries as much as 15 per cent, may be frequently realized,] 
by sending gold. It appears a complete absurdity for the 
bank to fancy this can be prevented; tlie screw may be 
clapt on, and the trade of the country may be ruined, but 
the large capitalist will still extract the gold, which always 
obeys tlie laws of gravitation, and is found where the price 
is heaviest ; and as long as the bank of England issue notes, 
and those notes are payable in gold alone, not all the wit 
of the directors can devise a jnan to retain the gold in 
England when it is worth much more elsewliere. 

Having shown the amount and use of bills of exchange, 
their dependence upon the Bank of England paper, which, 
under the present method, is like the shifting sands, we, 
will make a few more observations on the issue of Country^ 
Banks, and the great benefit they confer upon the country, 
which, without tliis assistance, would have a most imperfecf 
circulation, and the local trade would not have that foster- 
ing aid which it now receives through the country banker. 
The farmer has no means of obtaining assistance except 
from the country banker, from whom seasonable advances 
are received, without any other security than a joint note- 
of hand; and it is in the purchase of corn, cattle, &c., that J 
country notes are principally employed, being too lame, 
for the payment of wages in manufacturing districts ; gold 
and silver supply the smaller portion of the currency, and 
are made to minister to tlie daily wants of the people. 
The gold thus in circulation is estimated at about 
80,000,000/., and all tlie gold not in actoal circulation does 
not amount to 6,000,000/., and which is now daily diminisli- 
i^; and what is the amoiuit of our liabilities in case my 
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excitement should arise in the country? First, bills of 
excL an g'e estimated by the latest account to be 135,000,000^., 
Bank of England 17,000,000/., bank deposits 7,000,000/,, 
excliequer bills bearing interest, wliich is another species 
of circulation peculiar only to London, and held frequently 
by country bankers in the hands of their London agents, 
on account of the great facility of their being instantly 
turned into casii wlien occasion requires; these amount to 
17,000,000^ ; country bank paper of England, Scotland, 
and Ireland, amounts to 17,000,000/.; country bank de- 
posits, 20,000,000/.; savings' bank deposits, 22,000,000?. 
— consisting in one total sum of 235,000,000/. — rather an 
inconvenient amount to be answered by 5 or 6,000,000/., 
and which would require a very diiFerent arithmetic in the 
settlement from that now taught in the schools. 

No man in his senses can suppose that, should any public 
excitement occur, the Bank of England could continue cash 
payments; it therefore becomes a matter of some little mo- 
ment to all tliose wlio are anxious for the well-being and 
prosperity of the country, that precautionary measures 
should speedily be taken to prevent this unlimited power, 
which the suspending of cash payments would give, being 
placed in the hands of a private company, who would most 
assuredly consider their private emolument before the public 
good; but by its being retained in the hands of the govern- 
ment, who would be responsible to the people for their 
watchful and legislative prudence, not only would the inte- 
rests of the people be secured, and the trade of the country 
increased, by the so-much-desired steadiness of prices and 
value of money, but the bank would reap an advantage from 
its increiised security at not having the gold forced from its 
coffers at every rise in foreign exclianges ; and from its in- 
terest not being so isolated, its public usefulness would soon 
be apparent. 

We much regret that undue influence which the bank 
appears to exercise over the members of the government ; 
and the account given in the Times of Monday, the I9th of 
October, of the bargain made by the bank at the time go- 
vernment required 20,000,000/, for the West Indian afmi, 
in which transaction it was arranged that SJ per cent. 



should be allowed for prompt payment of the money; al- 
though the loan was not immediately wanted, but was to 
remain with the Bank of England until the different claims , 
were proved and adjusted. The bank thus ^ined 3| per ■ 
cent, upon its share of the loan, without a Bhilling parsing m 
over the counter. 1 

Another feature in this aflair was the bank discounts 
being lowered to 3^ per cent., so as to allow any of the 
directors to gain J per cent, upon what they might choose to 
subscribe to the loan. It is to be hoped that tliis will be a 
lesson to the government (although it is dearly paid for) 
that their friends in the city are not to be trusted too far. 

We will conclude with a passing mention of an article in 
the Morning Chronicle, showing the apathetic and cold- 
blooded manner in which the threatened ruin of the tntde 
of the country is there treated: — " Bank of England, Oct. 
15, 1840. At a Courtof Directors, held this day, — . 
Resolved, that, until further notice, the Bank of EuglandJ 
will not discount bills of exchange or notes having moreS 
than sixty-five days to run." * 

The Morning Chronich, after landing this measure, pro- 
ceeds to observe — " The step now acted upon cannot fwl 
to produce a very powerful Btringent effect, stopping specu- 
lation, and forcing down prices, so as to operate favourably - 
on foreign exchanges. If the rate of discount bad onl|rJ 
been increased 1 per cent, and bills discounted, as fo^l 
merly, at more than two months to run, speculators who] 
expected to realize 15 per cent, in a few months, would ' j 
not have hesitated to pay the price ; but by limiting the 
running of discount-paper to sixty-five days, the range 
of time becomes so seriously diminished, and the necessity 
of renewal so frequent and onerous, that much more con- 
sideration will be used before embarking in mercantile 
adventure. The immediate effect on the London money- 
market will be to throw an immense deal of additional 
business to the discount brokers, who will negotiate aixty- 
. five days' bills, probably, at 5 per cent, and \ commisdon 
(equal to 6^ per cent.), but will exact much higher terms 
for paper drawn at longer dates, or hai-ing a longer time to 
run. Operations connected witli the trade and commerce 
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F our Indian empire and colonial dependencies will be 
sverely cramped." 

, Who is there that can patiently listen to such false reason- 
g ? If 15 per cent, can be realised In a few months, is 
t probable tliat speculators would be checked by bavins to 
"raw two bills within the time instead of one ? And how 
yes the range of time become so seriously diminished, and 
le necessity of renewal so frequent and onerous ? Sixty- 
[Kve days is not so small a fraction of a few months ; the 
I a few months cannot be so very frequent; the 
meroua part of the business, viz., the payment of stamp 
ind commission to the broker, is not so very terrible to the 
nabout to make 15 per cent, upon his money. It becomes 
I calculation of £. s. d. witli the speculator, and no measures 
t the bank can prevent gold being exported, if money is to 
le gained by it. These stringent measures may dimihish 
peprofit, but will not stop the speculation. 

The Chronicle continues the samefityle of argument in 
mproval of the bank measures, and then coolly remarks, — 
^'The announcement, however, of this measure will' be 
deceived with pome surprise throughout the country, and 
anust touch with severity upon various branches of our 
inland trade, nor will the continental trade escape its effi- 
Who can read this without indignation and aston- 
ihment ? We are just before told the colonial and 
Dntinental trade must suffer ; we are next mildly informed 
.F the severe effects to be expected by the inland trade. 
The whole country is thus to be put under water to serve 
lie purposes of the Bank of England ; because the Bank 
if England and the money speculators are having a trial of 
strength, the inland trade, the colonial trade, the conti- 
ybental trade, which constitute, in fact, the whole country, 
Tfeust suifer. These leviathans are contending, and by 
^eir unwieldly evolutions thousands perish. 

Wliy do not the government step forward manfully, and 
rescue the country from this wretched thraldom ? Why not 
It once, before the crisis arrives — for arrive sooner or later 
Jc must — relieve the trade by a certain issue of government 
aotes not exceeding one pound ? This would sufficiently 
extend the circulation, give it the wished-for steadiness in 
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paint of value, increase the profits of tlie Bank of Englanfli' ' 
place funds in the hands of the. ffovernmeiit, which would 
obviate the necessity of fresh taxes, and in every way 
invigorate the country. 



No. IV. 

What have the government done with regard to the pre- 
sent state of the circulation, and what do they intend 
doing? There has been a committee of tJie House of 
Commons appointed for tlie purpose of investigating 
thoroughly all evidence from which information upon this 
subject may be elicited ; but among this committee there 
appear the names of Bank of England directors; also 
among the witnesses examined there are bank directors. 
This 18 a system of inquiry, we must confess, not quite 
clear to us. " When Greek meets Greek, then comes the 
tug of war," cannot here very appropriately be exclaimed. 
The examiners and the examined stand not in any such 
desperate relation towards each otlier. Who supposes that 
the examiners would endeavour to elicit any evidence 
which they might consider detrimental to their own inte- 
rests ? We must confess, that in the present age, when 
all wisdom is calculated by pounds, shillings, and pence, 
and by the care which each takes for his own peculiar inte- 
rest, we have no intention of ascribing such downright 
insanity to any body of men ; nor do we in the least wish 
to insinuate that the bank directors are so degenerate as to 
make the public welfare a primary consideration : and as 
we have in a former letter pointed out how very opposite, 
according to the present system, are the interests of the 
public and the Bank of England, we must say that it is not 
with any feelings of approval we read all the names of those 
selected as the committee of inquiry. It may probably be 
said that the majority of the committee had no connexion or 
concern with the bank, were not even in possession of bank 
stock, yet we don't require much experience to convince 
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how easily the novice is led by those who are au fait 
i^on the subject in discussion, aiul that the iufluence of 
me or two well versed in all tbe minutia) aud technicalities 
'attendant, will render the inquiry little more than a, farce, 
deficient in humour, and redolent in the dulness of calcula- 
tions upon pounds, shillings, and pence. 

Having frequently adverted to the clashing interest of 

the commercial body and the bank, from tlie unwise regu- 

■lations of the currency, it may, perhaps, be asked. How 

lean the bank help this? What lias the poor innocent bank 

Ito do with the legislation? Would you have the bank 

■•fionttnue to discount and issue more paper, and assist the 

■i^blic at the needful pinch, when at that very time her 

Hpecie is daily diminishing, and there is an imminent peril 

l<H a stoppage? To the last query, certainly not; but 

ll&ese are questions which are generally put together in a 

' tring to lead the people astray, and distract the attention 

jfrom the right position. 

We will take the second question first, and stouily main- 

a that the Bank of England possesses more influence 

__ Hth the members of the government than is either profit- 

^Ei)>le or safe for the people. As merchants in the city of 

SXiOndon the country at large know little of tbe directors of 

B-^e Bank of England ; but as bankers, there is much reason 

■to fear they are not very enlightened. 

^ ^ Mr Leatham, of Wakefield, tells us he has beenalianker 

Kfor thirty years, andyetfinds he lias something more to learn; 

Ttiien, how mucli more must the directors ofthe bank have 

learn, who Jiave not given the vigorous application of 

liSjeir youth to obt^un tliis knowledge; but in matured years, 

I when all their opinions are pretty well fixed and rooted, 

_, re placed temporarily in this position ; and, unhap- 

ffily for the nation, the government place too much reliance 

^«Q the experience of tliose soi disan( hunkers. 

We will now take the first question of — How the bank 

l^aii help this, and what they slLoulddo? First, the directors 

Ishould read Mr Symons's pamphlet on 'Popular Economy,' 

r ind they will there find in the preface these words, which 

ouHht to be written in letters of gold: — "Certain am I that 

society will never realize its capacities for improvement 
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until the truth be far more widely and deeply felt, that 
philanthropy is the life-sprirgof physical prosperity,aiid tliat 
neither classes nor countries have really separate interests." 

After readiriff this, let them ponder well, and consider if 
there is not some method by which the now divided interest' 
of hank and public can he cemented into a permanent, 
union; for the same adjustment that would protect the 
bank against the operation of the speculators in gold 
making sudden demands upon the strong chest, would give 
it a power of assisting the public by an increased issue, 
aud with an increased profit to itself; thus the advantage 
would be mutual. The importance to the government, 
also, of an issue of one-pound notes must be apparent to 
all those who know the present critical state of affaire, and 
the impossibility of increasing the taxes with any degree 
of safety. It remains for the House of Commons to deter- 
mine whether such a power is safe in tlie hands of govern- 
ment. We can only say, we think it would be safer in the 
hands of those who are responsible to the people than in tbi 
hands of bank directors, who oidy care for the profit to bi 
divided among the holders of hank stock. It has beeil^ 
ur^ed, that the members of the government are not respon- 
sible enough to the people, to be trusted with so much 
power as tins paper issue would give them. This b no 
argument against the measure proposed, but an urgent 
motive for the purification and improvement of the repre- 
sentative system, without which, neither this nor any other 
administrative measure can be beneficially realized. 

It has been also argued bj' the same persons, that either 
the government should have the sole power of issue for the 
whole nation, or that a free trade in banking should at 
once be granted, and an issue ad libitum should he allowed 
to all. We must say that we loolc upon these plans as we 
should upon .Scylla and Charybdis, although we should 
rather prefer the general to the government issue ; and if 
government cannot be trusted with a limited issue of one- 
pound notes, how can it be trusted with an unlimited issue 
of notea for the whole kingdom ? Mr Leatham very justl' 
remarks, that in this case the government paper wouli 
eitliev be all in credit or discredit. 
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The general isBiie has been already tried, and proved to 
be unsound. We only propose a middle course, that the 
f^overnment should watch the stream of the currency as it 
flows past them; and when it appears shallow and diminished, 
let the tributary mint paper be poured into it ; and when it 
seems inclined to overflow its banks, then cut oif the supply 
and open the bIuIccs. This is the office we would assign 
the government; and if it performs this duty honestly and 
skilfully, we have much confidence in the result; out if 
the government cannot be trusted, it is useless to talk of this 
or any other alteration to be made, until the executive 
machinery of the country be first set right, for this is the 
propelling power by whicli all tlie parts are kept in 
motion. 

Every one is ready to acknowledge the present unsound 
state of the currency. Many say it is a most diiEcult sub- 
ject to understand — that something must be done: but what 
IS to be done, or who is to do it, appears a sort of riddle to 
the expectant people. The government, distracted by the 
various theories of those who profess to understand most 
upon tliis question, think they have done quite enough in 
having the matter investigated by a committee of the House 
of Commons ;" and thus the subject is likely to rest, until a 
public crisis occurs, or some of the people's representatives, 
with more energy and judgment than the masse, persevet- 
ingly compel the adoption of some salutary measure. 



No. V. 

Having given our opinions on the currency according to 
our experience in its periodic changes, &c., and what share 
the Bank of England has in these operations, we will now 
take a look at a large volume of evidences, published by 
the committee of the House of Commons as the result of 
their inquiry, and see what useful information can be ex- 
tracted and laid before the public in a more condensed 
form. 




Tbe Erst person examined by tlie committee is Mr J. 
B. Smith, chairman of the Cliamoer of Commerce at Man- 
chester, and a director of the Manchester Joint Stock 
Bank ; and when having declared his opinion of the pros- 
perous state of trade in 1835, and being asked to give 
some statement why this prosperity and tranquillity was so 
muck disturbed in 1836, lie gives the following as from the 
Chamber of Commerce : — 

" We complain that the administration of the bank is not 
founded on any fixed and settled principles, so tliat the 
public may be enabled at all times to estimate with some 
degree of certainty the value of tlieir property, and that 
merchants and traders may also be enabled to calculate with 
some degree of certainty upon the success of their enter- 
prises as regulated by the law of supply and demand. ITie 
operations of the Bank of England since 1835 afford a 
striking exemplification that calculations, based upon the 
most enlargen experience, afford no security against loss 
or failure from its forced expansions and contractions of the 
currency. Early in August of the year 1835, the bank 
issued a notice, offering to make advances on exchequer 
bills, India bonds, stock, and other approved securities, at 
3^ per cent., her previous rate of interest for similar ad- 
vances being 4 per cent. These notices were renewed from 
time to time during an uninterrupted period of eight 
months, The advances made by the banK on securities, 
which in June, 1835, amounted to 25,678,000/., were in- 
creased to 31,954,000/. in January, 1836. This enormous 
addition to her loans in so short a period, laid the founda- 
tion for that excessive stimulus to trade and speculation 
which prevailed in 1836, and which manifested itself in the 
mania for the innumerable joint stock associations which 
were formed at that period." 

Mr Smith then says, that^ from having had but a shnt 
notice of the intention of the committee to call upon him, 
he had not time to procure snch iacts as would have con- 
clusively proved the inordinate spirit of speculation which 
was then called into existence, but mentions that, with re- 
gard to railways, foreign loans, &c., — in 1834 one railway, 
tliree foreign loans, ana nine joint stock banks were created ; 
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1 1835, three railways, two foreign loans, and nine joint 
lock banks were added; but in 1836, twenty-one railways, 
wo foreign loans, and forty-seven joint stock banks were 
ireated. " The advance in the prices of commodities in- 
hiced by the excessive loans of the Bank of England led 
b a demand for specie for exportation, and obliged the 
Itaik to raise its rate of interest in July to 4J per cent., 
tnd ill August to 5 per cent, and at the same time to 
feduce its loans by rejecting all bills drawn or endorsed by 
"Wnt stock hanks of issue and bills drawn upon tJie Aiiglo- 
Ibnerican houses. The result of these measures was great 
mmercial embarraasment and general discredit, both in 
mis and foreign countries. At the close of 1836 the stock 
6f ballion in the bank had fallen to little more than 
4,000,000/., whilst at the same time it was indebted to the 
world upwards of 30,000,000/. for its circulation and depo- 
sits; and its loans, which in January, 1836, amounted to 
31,954,000/., were reduced in December to 28,971,000/. 
The effects of this sudden contraction of the currency were 
to produce alarm, panic, and disastrous losses to the whole 
mercantile and trading community; the prices of most 
commodities fell to the lowest point to which they had been 
known to recede for a great number of years ; the Man- 
chester Chamber of Commerce estimate the amount of 
losses incurred through the panic of 1836-7, on the five 
great articles of cotton, woollen, silk, linen, and hardware, 
to be at least 4fl,000,000/., independently of the moral and 
social evils inflicted upon the labouring classes by sud- 
denly depriving them of employment, and subjecting them 
to tJie greatest privations." Mr Smith next states that the 
originating causes of the more recent commercial pressure 
were the succession of two bad harvests ; the present corn- 
laws, by preventing a regular and mutual exchange of corn 
for manufacture with other countries at all times, obliges us 
in periods of scarcity to export bullion as the only medium 
of payment for foreign grain. Under a natural system of 
trade im such drain for specie would occur in payment for 
the corn, any more than it is found to arise m exchange 
for tea, cotton, or silk ; the trade in grain becomes an ex- 
ception to the ordinary rules of commerce, and all such 




sudden and extraordinary purchases are necessarily p^d fql 
ia bullion. The directors of the Bank of England 01 
supposed to be cognizant of the operation of our eorn-Iawi 
and yet in the face of an ascertained failing harvest, they 
offered advances in November, 1838, at the low rate of 34 
per cent., repayable in January following, upon tbe usual 
securities, including stock. Notwithst^ding tbe com- 
mercial crisis in Belgium and France, and the drain whidi 
had commenced upon its stock of bullion, the bank, in 
February, 1839, again offered loans on all kinds of secu- 
rities, including stock, at the low rate of 3^ per cent., to 
be repaid in April following. The bank now becoming 
alarmed at the drain for bullion, suddenly raised the rate of 
interest to 5 per cent, on the 16th of May, t839j on the 
20th of June it was raised to 5^ per cent., and on the 1st of 
August it was fixed at the unprecedented rate of 6 per 
cent. Up to this period the banli had constantly ini;reased 
its loans; lu December, 1838, they amounted to 20,707,000/.; 
in September,, 1839, they reached 25,936,000/. ; whilst in 
the same period its bullion had diminished from 9,362,000/. 
to 2,816,000/. From September the bank rapidly retraced 
her steps ; and by December, a period of three months, she 
reduced her loans by as great an amount a« it had taken 
her seven months to increase them ; thus aggravating, by 
th^e forced expansions and contractions of the currency, 
whilst a drain for gold to pay for imports of foreign grain 
was in operation, the natural evils entailed upon trie com- 
munity by tlie present corn-law." This is the sum of Mf 
Smiths statement; after which he undergoes a cross-exami- 
nation, the substance of which shall be contained in our 
next letter. 



The cross-examination of Mr Smith does not elicit anfl 
tiling that materially affects the validity of his statemei 
When asked at what period the circulation of the bank r 



at tde highest from the year 1835, he answers — "The 
highest point of circulation appears to be in April ;" he 
then acknowledges lliat the circulation gradually decreased 
to the lOth January, 1836, but very satisfactorily accounts 
for the diminution of 1,200,000/. in the paper circulation 
by an addition to the deposits of 7,608,000/. paid in on 
account of the West India loan, the increase to the 
bullion being only 785,000/. : thus the balance, or the 
deposits minus the bullion, was withdrawn trom the notes 
in active circulation ; the greater part of which were 
again forced out in loans on securities at a low rate of 
interest; and we find the increase in the securities amount 
to 5,710,000/. Tills very naturally caused a glut in* the 
money market, and entailed all those crude speculations 
upon the public which have been so detrimental to the 
trade of the coimtry ; for we know that it is not the large 
amount of money in circulation which alone causes mis- 
chief, hut the low rate of interest and easiness of obtaining 
money : for a high rate and low rate of interest may each 
arise from two distinct causes. In the first place, a high 
rate of interest may arise from too much contraction in 
the currency ; and, in the next, from the flourishing state 
of trade, and an eligible investment being easily obtained: 
and a low rate may arise from too great an expansion of 
the currency, or from the commerce of the country being 
so fxt ruined by these sudden changes, that anything like 
a certain interest, however low, seems preferable to the 
risk of trade. 

Mr Smith is very minutely examined as to what he 
understands by the word currency, and what by circu- 
lation ; and we must confess that he was not very clear in 
his explanation, nor do we think that the questions were 
exactly to the point, as the difference of meaning might very 
easily have been shown, without so protracted an examina- 
tion. Currency is simply what is current or passable, 
either universally or partially; the only portion of the 
currency which is universally current is gold, and the 
otlier parts are more or less passable, according to the 
degree of credit attached to tliese parts : Bank of England 





nMes tanking next to gold ; then country bank paper, biUs 
of exchange, and deposits; and although bank neposlts ate 
equal in value to bank notes, they are mr slower in circula- 
tion. Tliecirculatioii means the degreeofvelocity with which 
the currency is propelled — that is, the different parts ; and 
these are also affected by each other — as, for example, a 
soarcity of the more quickly circulating part, viz., the 
gold, will considerably cramp the movement of the rest ; 
and this happens oftenest when it is most severely felt, — • 
t^at is, when there is a bad harvest, and gold must be 
exported to buy corn ; and not only is there a deficiency 
in this most important part of the currency causing a 8liu^ 
gishness in the rest, but the bank at the same time, by 
refusing the usual accommodation, makes the pressure stfj 
greater. This shows us the necessity of creating soi 
substitute to supply the place of gold in tlie curreni 
We will endeavour to illustrate our ideas of the curren 
by the following figure, which is composed of wheel with^ 
wheel, going at different rates; and these wheels sign! 
the circulation, or rate at which the different wh* 
revolve, which action circulates the curreucy contained. 
The inner circle, coi 
laining the deposits, cil 
culates very slowly; 
as cheques upon deposits 
are current according t« 
the proprietor's stability 
and credit; and the &et 
of their increasing and 
diminishing ; also that, as 
one deposit vanishes, ano- 
ther appears, — proves that 
they circulate, however 
slow may be the move- 
ment. The next wheel, whicli moves quicker, contuns 
bills of exchange, which are in constant circulation to the 
amount of 135,000,000/. Then come Bank of England 
and country bank notes : the amount in circulation, which 
is much quicker than the two inner circles, depends greatly 
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upon the amount of gold, which is contained in tlie outer 
circle, and circulates with the greatest rapidity. 

Mr Smith is right when he asserU tliat deposits cir- 
culate ; but when he calls deposits currency, and currency 
circulation, some little explanation is necessary, to prevent 
others from misunderstanding what may be very plain to 
Mr Smith's mind. After a very long and tedious exami- 
nation, Mr Smith is asked whether he can propose any 
means by which those expansions and contractions of the 
currency may be prevented ; and he replies as follows : — 
"I think it most desirable in a currency, to establish 
uniformity in value ; assuming a metallic currency to be 
the best adapted to preserve uniformity in value and 
greater steadiness of trade than any other, it is desirable, 
in any change in our exisCin? system, to approximate as 
nearly as possible to the operation of a metallic currency. 
It is desirable, also, to divest the plan of all mystery, and 
to make it so plain and simple, that it may be easily 
understood by all. The plan I would suggest for conside- 
ration is the following : — That a National Bank should be 
established, to be managed by commissioners, with speci- 
fied powers to issue a given amount of paper, exchangeable 
at all times for gold : suppose 30,000,000^,, in addition to 
the coin at present in circulation, to be the amount re- 
quisite to circulate our commodities, and to maintain our 
currency on a par with the currencies of other coun- 
tries ; then let the commissioners of the National Bank 
lue 30,000,000/. ; the commissioners should not be 
lowed to issue any further sum, except on the deposit of 
dlion ; notes should at all times be exchanged for bullion, 
Mad bullion for notes. The operation of a currency so 
itahlished would be precisely tliat of a metallic currency — 
would regulate itself — it woidd require none of that 
nagement of the currency, which is another name for 
ichief. When there was a demand for gold for export, 
le currency would be diminished, by notes being sent in 
be exchanged, and cancelled to the same amount as the 
_ Id paid out. When there was an influx of gold, the 
currency would be increased by notes being issued in 
exchange for gold. When there was a demand for gold 






lot Iirtn* use, there would be an exchange of note! fe* 
gold ; the one would circulate m the place of the other, 
without increasing or diminishing the currency." 

Mr Smith's recommendation cannot be considered as 
of much ^'a)ue : in the first place, because the Bank of j 
England Charter, granting the privilege of issuing notes, j 
must continue for ten years from the time of its renewal) i 
which was tlie 1st of August, 1834; and then one year's | 
notice must he given to the bank, within six months of the I 
expiration of the first ten yeara from August, 1834 ; and ft ' 
repayment to the bank of all debts due From the govern- ^ 
meut must be arranged. Secondly, the representation of j 
this country must be in a much better and purer condition [ 
before so great a trust, as the issue of thirty millions, is I 
placed in the hands of government. Thirdly, we object 1 
to the whole issue being from one source, as money would f 
be abundant in London, and, in the provinces, there woulS 
be a stagnation ; and the idea of retaining ten millions of 
gold always in the strong chest, may he very well in 
theory, hut impossible in practice, as experience has but 
too clearly demonstrated. And if this Government Bank 
of Issue should, in times of distress, check the issue, i 
because gold was leaving the country to purchase corn, as 
well as being also exported as an article of trade by the I 
bullion merchant, would not the result be the same as it ii 
under the present system, that the distress would be in- 



Mr Smith's conclusion that, if this plan should be I 
adopted, the currency would regulate itself; and finishings 
with these words — " when there was a demand for gold for I 
home use, tliere would he an exchange of notes for gold; 
the one would circulate in place of the other, without increas- 
ing or diminishing the currency " — proves that, in his 
anxiety to amend the currency, ne had not duly weighed 
what ne was saying; for, in another place, he says that, 
when gold is issued for the purchase of corn, the notes 
coming in are to he cancelled. Now, suppose ten millions 
of gold are exported, it is quite clear they are not in the 
currency ; and if ten millions of paper must also be cancelled, 
it is quite clear that there must Be ten millions withdrawn i 



P#Mb dw ftreolBtioo. moA this at » tiai« wh«R «■ aMitioa 
I imthcr Han a diminudoa shoold take plac?. 

We are firmly persuaded that no plan can be propoMd, 
^ich has gold alooe for its slaudard and legal tender, 
diich will be found to work st«adilr and beneficially tor 
' e commerce of the oountn-. The antonnt of gold ia very 
aited ; and as there can be uo neoemty for gold in our 
me transactions, the iasaing from the mint of tea millions 
Iff one-pound notes would enable the Bank of Elngland to 
pielain in lier coffers a large portion of the gold, which would 
s be replaced by these Government notes, and which, in 
mes of scftrciw. might be readily exported for com, with- 
it adding to tlte distress i?aiised by a bad hardest ; which is 
D evil quite sufficient, without having a part of the cur- 
Icncy so necessary (as gold is, under the present system) 
"^gire vitally to the whole, extracted in such large quan- 
; for gold in the currency, like serum in the blood, 
nts coagulation or stagnation. I'his must show the 
rity of a substitute to prevent, or rather to alleviate, 
e periodical maladies, which appear to resemble in their 
e the Asiatic cholera. 



No. VII. 

I Richard Cobden, a director of the Chamber of Com- 
e in Manchester, was next examined, and by his evi- 
i confirms the statement of Mr Smith. When the 
testioDS began to assume the same critical form, as in Mr 
jsmith's examination, with regard to the definition of the 
words Currency, Circulation, Money, &c, Mr Cobden re- 
jilied as follows : — '• The committee will allow me to state, 
that I shall be glad if any questions have upon their face a 
practical bearing; I am here as a practical man, a merchant, 
and manufacturer ; and with a view to the scientific defim- 
tkiDS of the terms used by bankers, I do not pretend to come 
here as an authority. It would very much prevent that 
confusion into which I fell at the close of my hist exami- 
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nation, if I could clearly understand tlie practical beamtg 
every question; and it is only on practical subjecta that I 
can afford any information. I make this exjilanation, be- 
cause I find that in the attempt which I tliouglit due to tlii* 
committee, to answer every question put to me on the lasjt' 
occasion, I have given some answers at the close of my exi 
amination, which have been, by the permission of the com'. 
mittee, Btruck out, which are so unintelligible to me on 
reading them, that I think they must be incomprehensible 
to every living beine. I do not understand the questions 
any more than I understand the answers at this moment; 
and I wish my examination to be of that practical nature on 
which alone I can afford the committee any information. 
As a man of business, I consider the words Circulation, 
Currency, and Money, to be synonymous. I beg to state, 
finally, my definition of circulation and deposits. I consider 
the circulation and deposits of the Bank of England to be 
both money ; these two terms are merely terms of locality, 
the one meaning money out of the bank, and tlie other 
money in the bank, botli of which she is equally liable to 
be called upon to pay in gold on demand. Circulation and 
deposits being money belonging to tlie public, they both 
equally affect the prices of commodities : hence, then, as it i 
respects the liabilities of the bank, or the influence upo^ 
prices, circulation and deposits are the same — they 
money." 

Mr Cobden shows himself a sensible man, wlien, with' 
that English frankness, he confesses that, although Iroiji: 
respect towards the committee, he endeavoured to answer 
nil questions that were put to him, yet the answers made 
during this confusion of mind, which tlie excitement and 
straining to understand produced, were, when he had reco- 
vered his self-possession, perfectly unintelligible to himself, 
nor were the questions more comprehensible. We most 
respect Mr Cobden for this candour ; and when we acknow- 
ledge that he was right in the general practical use of theae 
terms, we cannot admit that Tie was critically right in tlie 
definition, nor do we think the committee justified in ^ 
rigorous and protracted a cross-examination about the ezai^ 
meaning rather than the general acceptation: for, however 
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iiecesBary it may be that these terms should be clearly de- 
fined, it is quite evident that this method wus more calcu- 
lated to confuse and puzzle those under examination, than 
to elicit the truth on the more important parts of the ques- 
tion. 

Mr Cobden very fairly says, that he is a practical man, 
and very willing to give evidence as to the practical work- 
ing of the present monetary system ; but with regard to 
etymological distinctions, he does not pretend to enlighten 
the committee, nor did the committee put their questions iu 
that plain and straightforward manner that so incontestably 
proves the wish to be better informed ; but the examination 
was carried on in the spirit of an adverse counsel cross- 
examining a witness, and endeavouring to upset his self- 
possession. 

Mr Cobden states in evidence, that " the great instrument 
in the hands of the bank, for effecting its changes in the 
value of commodities, is, by creating a panic — it is a process 
the most disastrous to the trading commiinity — it is the 
most profitable to the iaank proprietors. That process was 
resorted to at the end of 1836, in striking a blow at the 
American houses, in advancing the rate of interest, and by 
all those means which are resorted to in the London papers, 
through its organs of the press, for exciting apprehensions 
in the minds of merchants and traders, that a curtailment 
was to take place." 

Mr Cobden was asked if he had taken into consideration 
the effect which might be produced upon the circulation by 
the operation of private and joint stock banks? and he 
replies, " I believe it to be impossible for private and joint 
stock banks to expand the circulation, provided the Bank 
of England remained true to the principle it had laid down. 
We have no instance of its having been so ; even the Scotch 
hanks cannot inflate the currency unless the Bank of Eng- 
land have previously set the example. That was the case 
from 1823 to 1825: the Scotch banks increased tlieir circu- 
lation from, I believe, 3,400,000/. to upwards of four mil- 
lions and a half, up to the panic of 1825; I think that was 
about the increase of circulation in Scotland i but tlie mo- 
ment the screw (to use a common term) was placed upon 
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the cnrrency m London, that moment the Scotch hanka ^ 
compelled to restrict their issues, and the same opcTBtdon^ 
went on with all the prii'ate hanks of the kingdom." He ' 
was next asked if he was of opinion that private and joint 
stock hanks cannot Increase their circulation at a time when 
the Bank of England has contracted ? "I believe it to be 
impossible for private and joint stock banks under such 
circumstances to increase their issues. At a period such as 
I have referred to in 1S36, when 47 banks, many of them 
banks of issue, were forced into existence by the impulse 
derived from the Bank of England, they having got into 
existence, they could not be prevented putting notes into 
circulation immediately; but I should wish, upon this 
point, to speak from an authority which I think will have 
some weight with this committee and the public. Mr 
Samuel Jones Lloyd, in speaking on this subject, in bis 
first pamphlet addressed to Mr Horsley Palmer in 1837, 
states, the bank must first prove that it has really tried the 
eifects of a steady, uninterrupted course of contraction, and 
that in the face of tliis tlie issues of -joint stock banks have 
aa steadily increased; this it is clear she has not done from 
January 1836 to February 1837, and therefore she appears 
to be without any sufficient ground for attributing the 
whole or the greater part of the existing derangement to 
their misconduct ; if they have done wrong, it appears ttf'd 
have been from the want of that controlling action on the4 
part of tlie Bank of England which she might have cxerted'J 
and has not." ^ 

The next question put was. Are you of opinion that the 
Bank of Engliuid has a complete power of controlling the 
issues of country banks ? " Ultimately, unquestionably, 
they have the power; it is impossible to doubt that the J 
bank, having the entire circulation of the metropolis, hav-J 
- ing the privilege of a legal tender, its notes being alone 1 
receivable by the government in payment of the revenue, " 
and possessing altogether the prestige which the Bank of 
England possesses in the public estimation, and backed by 
the government, it is impossible, that an institution so dr- 
cumstanced should be otherwise than in a position of abs»< " 
lute power over all other banks in the kingdom." 
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Mr Cobden, after tliis, goes on to prove, that country 
banks are always obIif;ed to follow the Bank of England in 
her movements of contraction, nor have they any power in 
themselves to affect the prices of commodities. When asked 
as to the remedy to the present evils, he proposes a metallic 
currency, talks of the absurdity of attempting to regulate 
the currency, &c., and clearly proves, that though he un- 
derstands what has come practically under his observation, 
tliat he is by no means competent to prove his own theories, 
which are crude, and altogether impracticable. 

As a further proof that Mr Cobden's observant powers 
are superior to his reflective, we give his opinion from his 
experience as to the management of tlie bank: " I object, 
moreover, to a National Bank being managed by mer- 
cliants, those engaged in extensive mercantile transactions. 
It would be impossible, looking to the Directors of the 
Hank of England, to impute a want of probity ; for we 
have had abundant proofs that the Bank of England has 
been conducted by men of the strictest personal honour; 
but it is quite clear that such a thing may arise, as for 
such a bank to be under the direction of individuals as 
merchants whose personal interests may be in direct hos- 
tility to their public duty. I would take, for instance, as 
merchants having a large amount of produce coming home 

Erevious to a glut, and previous to a panic, when it might 
ecome exceedingly important to those gentlemen that 
they should delay an action of the bank, which produced a 
fall in prices, until they had realised on certain shipments. 
Such a thing is quite possible ; but at the same time, I 
should wish to be understood as not imputing anything of 
the kind to such a body of men." 

Mr Cobden evinces, by his statemeuta, the acuteness of 
his obser^ration, but is inadequate to the task of proposing 
a remedy. When pressed upon the subject of a general 
bank 6f issue, he seems to approve of the plan, and 
although no blame can be attached to tlie country banks, 
he would stop all their issues at once; nor would he tole- 
rate the idea of ever again trusting the Bank of England 
with her present power. 

Mr Cobden, when desired to adduce some facts in proof 
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of tie immense losses from the fluctuations in the value 
of money, continues: — " I am a calico-printer; I purchase 
the cloth, which is my raw material. In the market, and 
have usually in warehouses three or four months' supply of 
material. I must necessarily proceed in my operations, 
whatever change there may be, whether a rise or fall in the 
market. I employ 600 hands, and those hands must he 
employed. I have fixed machinery and capital, whicli 
must also be kept goine ; and therefore, whatever the 
prospects of a rise or fall in prices may be, I am con- 
stantly obliged to be purchasing the material, and con- 
tracting for tlie material on which I operate. In 1837 I 
lost by my stock in hand 20,000/., as compared with the 
stock-taking in 1835, 1836, and 1838; tin 
those three years, when compared with 1837, shows tnat 
lost 20,000/. by my business in 1837; and what 1 wish 
add is, that the whole of this loss arose from the depi _ 
elation in the value of my stock. My business was as 
prosperous ; we stood as high as printers as we did pre- 
viously ; our business since that has been as good ; and 
there was no other cause for the losses I then sustained 
but the depreciation of the vaUie of the articles in ware- 
house in my hands. What I wish particularly to show is, 
the defenceless condition in which we manufacturers are 
placed, and how completely we are at the mercy of these 
unnatural fluctuations. Although I was aware that the 
losses were coming, it was impossible that I could do 
otherwise tlian proceed onward, with the certainty of 
suffering a loss on the stock. To stop the work of 600 
hands and fail to supply our customers, would have been 
altogether ruinous; that is a fact drawn from my own 
experience. I wish to point out another example of a 
moat striking kind, showing the effect of these fluctuations 
on merchants. I hold in my hand a list of 36 articles, 
which were imported in 1837 by the house of Butterworth 
and Brookes, of Manchester. Here is a list of 36 articles 
imported in the year 1837, in the regular way of business, 
and opposite to each article there is a rate of loss upon it 
as it arrived and as it was sold. The average loss is 37i 
per cent, on those 36 articles, and they were imported 



from Canton, Trieste, Bombay, Baliia, Atejiaiidria, Lime, 
and, in fRct, all the intermediate places almost. This, I 
presume, is a fair guide, to show the tosses which other 
mercLants ineurred on similar articles." 

There is nothing else of great impoTtanoe in Mr 
Cobden's evidence which follows these statements. We 
consider this gentleman has given some very valuable 
evidence, and in our next letter we will sec what Sir 
William Rnyner Wood says. 



No. V'lII. 

Mr W. R. Wood, who had been many years actively eii- 
gi^ed in business at Manchester, confirms the evidence of 
the two preceding gentlemen, describinjf the depreuation 
in prices which was experienced in 1837, and ascribing 
this to the mismauagement of the currency. Me states 
tJiat there was an iDCTease in the circulation of the country 
banks between 1834 and 1836, at the same time that there 
waa a diminution of the same amount in the circulation of 
the Bank of England; but nothing is siiid of the bank 
deposits, which Mr Wood does not consider a part of the 
circulation, and persists in saying that there is a difference 
between the money a man may have in his own strong box, 
or that of the bank, upon the pleu that, though the tiank 
might be called upon to pay either in gold, the chances are 
that the deposits would be paid in notes, and the notes that 
were in the strong box would most probably be paid in 
gold. Now this, ou the contrary, proves that deposits are 
in circulation, from their being paid to the bearer of 
cheques either In notes or gold ; and should a return be 
made by the bank of the dijS'erent sums of gold p£ud out 
and to whom, we strongly suspect that it would appear 
that there was an excess of gold paid on account of deposits 
rather tlian in exchange for notes, notwithstanding the 
preponderance in amount of the notes over the deposits. 
And with regard to the increase in country bank-notes, it is 
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not at all proved that the old banks of 1834, increased thd 
issues; but could it be expected that forty-five joint-Bto«^ 
banks, which the operations of tlie Bank of England h 
given life to, could be called into existence without i 
creasing the issues? This increase, then, was the natur^ 
consequence of the extra joint-stock banks ; and it migili 
just as well he deduced that as, in an increasing populali(q 
there are more deaths, therefore each life is more unc( 
tmn. By the table which Mr Wood produces, it i ' 
appears that the only period in which the country circ 
tion increased when the Bank of England had contract 
was at the time when these extra number of banks poured 
forth their notes ; and that afterwards there occurs no devia- 
tion from the natural influence which the bank possesses 
over the country issues. 

Mr Wood states that the bank must provide for lier noU 
in gold, and not in notes ; but no mention is made of 
number of notes above five pounds, and whother they s 
not very similar to cheques upon deposits. Let ua, ' 
example, consider two men, the one having a cheque in ' 
pocket for twenty pounds, the other a bank-note of t_ 
same amount ; and if they both went to the bank for chanM 
what should we think they would ask for? Most probabn 
in each instance, it would be " three fives and live sovi 
reigns." 

Mr Wood was asked if he had any further statement I 
make with reference to the conduct of the Bank of Em 
land ? — " In the course of the year from January 1, IBS 
to January 1, 1838, things were brought back to a healtfi 

Eosition : the amount of securities representing the cirq 
ition, the bullion and the circulation being all brought bac 
to something like the points from which they had departed . 
hut in the year commencing January 1, 1839, the bank 
pursued the same course as in 1836, and with the same 
unfortunate results. From the lat of January, 183d, to 
the 1st of January, 1840, there is an increase in that por- 
tion of the securities which, conjointly with the bullion iu 
the bank, represents the circulation of more than 4,000,000/, 
of what ougnt to be a fixed amount. There is a decreas 
m the deposits ofmore than 8,000,000/., whilst there ii 



actual increase of more than 1,000,000/. in the total seca- 
rities ; and the consequence was, that she vras on t)ie verge 
of stopping payment. This calculation is made without 
reference to alterations which ought to be made for the 
Paris loan — which makes the matter so much the worse- 
Mr Wood, ill another answer, says, " Mr Warde Nor- 
man, in his evidence in 1S33, in answer to question 2,394^ 
says, the object is to keep the securities, upon the whole, 
at the same amount, or nearly at the same amount. And 
in 1839, the bank increased her securitiesfromSl, 680,000/. 
to 22,913,000/., or more than a million. The rule of pro- 
viding for a drain upon her deposits by a sale of securities 
would have told her to reduce her securities; her own rule 
would have told her to remain, at all events, stationary. 
In violation of her own rule, she increased her securities, 
and the committee are aware how nearly very serious con- 
sequences have resulted from this." The ne.^t question that 
was asked was, whether, if the bank has thus departed from 
rules, has not that departure, In your opinion, had the 
effect of lightening the pressure upon the commercial inte- 
rests which must otherwise have happened? "This is a 
question of great intricacy ; but I think it would not have 
had that effect ; I think that when the bank departs from 
the rule of regulating the fluctuations of the paper currency, 
according to what would be the fluctuations of a metallic 
currency — to tiat extent she places the country, in regard 
to the circulation, in a false position. There may he cases 
where t}ie Bank of England succeeds in bringing things 
back, after a short interval, without mischief, to a sound 
position; but I apprehend she is quite as likely, perh^s 
more so, witli that limited knowledge of the course of 
events which our human powers enable us to obtain, to get 
from a position slightly false, into one more false, until 
counteracting measures are required of an urgency and 
severity producing mischief far greater than would have 
ensued if the rule liad been adhered to from the first 

" The reduction of the bullion should be the test for the 
contraction of the circulation, pointing as a faithful index 
to the measures which should be taken to prevent miscliief. 
As it is, the contraction of the circulaiion ctn.es Idiigaiter- 



wards, beginning only when the mtBchief is seen, and | 
bringing necessarily lar more mischief in the correction. ■ 
It is to be observed, too, that when strong measures have i 
at last to be resorted to, their effect in producing pressure is 
in a much greater ratio than their actual amount. When 
confidence is shaken and credit checked, a given amount of i 
circulation will not have the same efficiency, if I may use i 
the term, as when confidence is felt and credit is good." 

Mr Wood doei not include bills of exchange in his 
definition of circulation; but, although be considers that 
they perform functions similar, in some respects, to those 
performed by the circulation, yet always with certain 
marked distinctions. No one would, I should think, wish 
to deny that there were distinctions, more or less marked, 
in the different portions of the currency in circulation. If 
any one man wiJ] take a bill of exchange, it is so far cur- 
rent; if two or more, it is still a more creditable part of 
the currency ; and if it is universally current (as a bank- 
post bill), then it ranks in value next to gold. Mr Wood 
is not aware that there is any distinction between the terms 
currency and circulation. We consider currency is legal 
money, and credit money ; for if a man accepts a bill which 
no one will take, it cannot be said to be a part of the cur- 
rency. But you may just as well say that country bank- 
notes, which are only circulated witltin a small district, and 
are not current beyond, are not a part of the currency, as 
to say that a bill of exchange, drawn by Rothschild and, 
accepted by Baring, which I should imagine would be 
current anywhere, did not form a part of the currency. 
Circulation signifies the action of the currency, the whole 
of which circulates, some parts quicker, and some slower 
— some in one part and some in another, like the diffeient 
fluids in the human body. 
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No. IX. 

It is with feelings of pleasure that we read the evidence of 
Mr Richard Page ; for although the firat two days were 
consumed in a cross-examination, wliich did not elicit much 
new matter in addition to the former evidence, yet his 
answers .were clear and to the purpoie, and decidedly 
proved that he had investigated this subject deeply and 
well. He very fairly expltuns the nature of deposits; and 
although we before considered them as a portion of the 
currency, yet we considered them to be a sluggish portion. 
But Mr Page has cleared up this error, and convinced us 
that, instean of deposits being the most inert, they are to a 
certain extent the most active part of the currency. 

After all the questionsjwhich during two days had foiled 
to shake any part of Mr Page's evidence (which was 
manly and straightforward), Mr Page was asked if he had 
any observations to make upon the man^ement of the 
Bank of England since the renewal of its charter in 1833? 
"Yes," it appears to me that after the renewal of the char- 
ter in 1833, the bank directors, feeling that the deduction 
which they had made to government from the charge for 
managing the national debt would render it impossible for 
them to continue the former rate of dividend to the pro- 
prietors, by their usual mode of doing business, and not 
wishing to reduce that dividend, they seem to me after- 
wards to have fallen into very irregular practices, all 
totally different, and deviating from the principle which 
they had laid down when the charter was renewed; tlie 
cliarter was renewed towards the fell of the year 1833, and 
they began in 1834 to deviate entirely from the principle 
which they had laid down. I find that on the Slst of 
December, 1833, which is quite at the end of the year, 
their securities amounted to 23,576,000/. ; and I find that 
on the 93rd of September, 1834, those securities were 
increased to 28,691,000/. I find that all the time tlie 
securities of the bank were increasing, the bullion was 
diminishing in a certain proportion ; and therefore I say 



r 



38 

that must certainly be a wrong principle for a man to act 
upon, ill proportion as the bullion diminishes, to increase 
his securities. The bullion on the 31st of December, 1833, 
was 9,948,000/., aod on the 23rd of September, 1 834, it 
was 7,695,000/. Now, I have heard, and I believe it to 
be a fact, that the Bank of England, during the course of 
tlie year 1834, got into its hands a balance belonging to 
the East India Company; and the East India Company 
applying for their money, or wishing to make interest on 
i^ the bank agreed to borrow that money of the East India 
Company at a certain rate of interest, which I am not 
acquainted with, lliat, in tlie first place, was a most dis- 
graceful proceeding; it was a re-dbcount; it shows that 
they had overtraded : because if a banker has not over- 
traaed, he can never be under the necessity to give part 
of the interest which he gets on his securities to another 
man ; but I leave that out of the question. I will suppose 
tliat it was a perfectly regular thing for the Bank of Eng- 
land, having money belonging to the East India Company, 
not payable immediately, but payable at a future fixed 

feriod, to go and employ that money as it could; liut then 
consider what effect that is to produce in the present 
case, and to consider that I must see where this money 
comes from that so belongs to the East India Company. 
The East India Company were then wmding up their 
aiFidrs, and that money came from men who haa purchased 

goods of the Company, plain, plodding, practical, business- 
ke men; and to whom does it go? The bank re-lends 
this money, upon every description of securities, to jobbers 
and speculators; and, therefore, supposing the transaction 
not to have been, as a re-discount, a disgraceful one, stall 
it must have been productive of a state of excitement, and 
of serious consequences. Then comes the question again 
— Whether the Bank of England did or did not lend more 
than the balance wliich they had belonging to the East 
India Company ? Now, I have heard that the sum which 
they borrowed of the East India Company, in the way I 
have mentioned, was 2,000,000/. ; and I find that the sum 
which they lent was 5,000,000/. ; because, as I have stated, 
their securides in December amoimted to 33,576,000/. ; 




89 

IWd in September they amounted to 28,691,000/. Now, 

I'ltliat was the consequence of all this? Transactiong in 

■ j^antsli and Portuguese loans ; so that though not nomi- 

HAlly, they were virtually, lending money on Spanish and 

■2^ortugueee stock. I toiew a man at that time, and he 

'tid EQe of the transaction ; he went and borrowed money 

S them upon St Katherine Dock Bonds — a curious thing 

9 advance money on — and he said to the clerk, when he 

■took the money, 'Do you know that you are lending 

"■ttioney on Portuguese stock?' 'No,' said the clerk, '1 

Blow nothing about that, nor do we care about it; we 

oly look to the security that you give us.' ' Oh, well,* 

Mys he, ' I am going to make 10 per cent, upon this 

Doney.' ' Make as much as you like,' says the clerk ; ' 1 

iBve no objection.' 

"I mention tliat to show how the thing proceeded. In 
onsequence of all these proceedings, the bullion began 
t fiow out; and though tlie bank, perceiving the error 
ley had committed, began from September to reduce their 
icurities, it was too late ; they had given an impulse to 
■lings, and the bullion kept going out, till, at lengtli, oa 
Ibe'indof June, 1935, it was reduced to 6,150,000/.; aifteT 
^hich period, in consequence of the bank having, on the 
toe hand, reduced their securities, and by that means 
"nniniahed the quantity of money, and the bullion on the 
ilier hand, which had been taken out and exported, having 
^ain diminished the quantity of money ; and there being, 
! the same time, a great explosion of Spanish and Por- 
iguese finance, things began to come round, and the 
bullion began to return, 

t " In the early part of 1835 there was, indeed, in conse- 
tauence of this explosion, in May or June, I do not recol- 
lect wliicli, a complete panic in tlie money market of all 
peculation, and of every speculative disposition. Then 
iiere came, in August, the proposition for the West India 
loan of 13,000,000/. The preliminary meeting for the 
loan was on the 29th of July, 1833, at the Treasury; at 
^s meeting Lord Melbourne and Lord Monteagle stated 
ft the persons present the sum of money they should want, 
ipd in what way they proposed to r^e it; and they then 
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I of the amount of the compensation wli'iclk had been 
I awarded for the payment at the same periods : — 



pate of InsUlment. 


— 


'«;" 


AggregiteofAwnd. 






£.. 


f. *. rf. 


as. Aug. 6... 


10 per cent. 


1,500,000 




,. Oct. 1« ... 


10 ... 


3,000,000 


2,074,008 2 11 


.. Not. 13... 


?| ::: 


4,125,000 


4,822.8.10 18 4 


. Dee. 11 ... 


C,250,000 


0,.378,C63 C 10 


96. Jan. 13... 


10 .,. 


6,750,000 


9,777,268 14 6 


, Feb. 9... 


9 ... 


8,100,000 


11,887.908 7 S 


,, Mar.ll ... 


9 ... 


!!,4.i0,000 


13,100,271 17 2 


„ Apr, 12 ... 
May 10... 


9 ... 


10,800,000 


1.1,708,497 13 6 


6 ... 


11,700,000 


14,201,500 6 


1. JuneU... 


6 


12,4Sn,O00 


14,391,400 a 1 


■ July 12... 




13,fi50,000 


14,579,13.1 4 fli 
14,739,678 18 9j 


L Aug. IB... 


fi 


14,400,000 


,. Sept.l3- 


4 


15,000,000 






["WTiitehall Treasury ChamberH, 

11th August, 1836. 
L Therefore, by the measures wliich the government had 
^en, on the one hand, by proposing to issue certificates 
% the claimants, if there was no money paid upon the loan, 
pd, on the other hand, by apreading Uie payment to be 
i over so long a period of time as more than twelve 
ponths, it is as totally impossible that that loan could liave 
interfered with the currency, if the bank had not interfered, 
as it is for mc to fly to the moon. The governor of the 
bank, tlien, by his silence, gave parties to understand that 
he would give no accommodation ; yet, before any one 
"^'ngle payment was made on the loan, out comes a notice 
f the bank that they would lend money on exchequer 
pis, India bonds, six months' bills of exchange, and all 
Aer approved securities. This was on the 5th of August^ 
16 first payment being ou the 6th. Now, it must be 
msiderea that the government allowed a discount for 
rompt payment on the loan equal to 3| per cent, per 
Dinum, and, previous to this loan being taken, the rate of 
nterest charged by the bank was 4 per cent. ; but no 




sooner was the loan taken, and before any payment Lad 
been made, as I have stated, there t^anie this notice, offer- 
ing to lend money at 31 per cent., and thereby giving a 
premium to every subscriber to the loan who should come 
and borrow money of the Bank of England, in order to pay 
it up, of a quarter per cent., in addition to all the proiit 
which he made already on the loan. A very little time 
after this — I think in a fortnight afterwards — the bank, in 
addition to ail the articles upon which it agreed to make 
advances, added the article of stock, a thing which it had 
not done since the famous bubble perioo of 189-1 and 
1825, and of which it then experienced tlie sad conse- 
quences. In fact, it is totally against all rule to advance 
money upon stock, because, upon that principle, you may 
convert the whole national debt of England into currency. 
The bank continued these notices and advances for a 
period of eight months, from August, 1835, till April in 
the following year ; the first consequence was, that nearly 
the whole of tins loan, which was spread by the govern- 
ment, as to the payments, over a period of thu-teen months, 
was paid in full in December 1835 ; a large sum of money, 
of course, was paid in on the government account, and 
upon which the government allowed a discount: amounting 
to upwards of 230,000/., having no use for the greater part 
of the money, because the claims of the West India planters 
could not be adjusted in time to make use of it. Now, if 
the Bank of England had been actuated by no other 
motive than to have prevented a derangement of the cur- 
rency, it would have been sufficient to have adopted its 
former practice m tlie case of loans, and to have let the 
subscribers make the two first payments, and then made 
the remainder; in which case the bank would not have had 
to make any one single advance before the 13th of Novem- 
ber, 1835; but here they gave notice tliat they were willing 
to make advances, not as m the case of former loans, upon 
the omnium of tliat loan, but upon all maimer of securities 
whatever; and therefore there were two deviations, first, 
as to the time, and then as to the nature of the securides 
which they were willing to take. If we suppose tliat the 
loan could have produced a pressure in the money market. 
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it would have been quite sufficient for the Bank of Eng- 
land, in order to ease that pressure, to have advanced 
money to individuals at the rate at which it had advanced 
previously to the loan, that is, four per cent, ; but then 
there would have been no repayments made on the loan in 
full, by means of the money borrowed of the bank, because 
no one would be so foolish as to pay 4 per cent, to the 
bank, in order to get 3f per cent, from the government; 
but the bank, with a view to a profit on this loan, having 
dropped its rate of interest from 4 to 3J per cent., there 
was immediately, as I have said, a premium of 5 per cent, 
by paving up the loan in full ; and then the consequence 
was, that the bank, without advancing one single shilling, 
but simply by means of transfer from one account to 
another, made a very large sum of money at the expense 
of the government; but, while it was doing this, this not 
being a particular thing confined to the loan, but their 
advances extending to all persons whatever, Jew and Gen- 
tile, there were sums of money borrowed of them by other 
parties; great excitement was produced. All this came 
on gradually ; railway schemes, Joint-stock banking com- 
panies, over-trading to China and America, importation of 
American securities and stock, transactions in American 
accommodation bills, which may be called kite-flying, and 
then, as the consequence of all, the bullion again began to 
go out. Then the bank acted as it always does when it 
has produced mischief — it began to sow the seeds of alarm, 
in order to prevent a further drain on its coffers j but 
having done the mischief, and having given an impulse to 
things, and turned them into a certain channel, they were 
not so easily to he diverted from that channel, and the 
bullion kept constantly going out till, on tlie 6th of April, 
183T, it was reduced to 4,071,000/. This year was a year 
of great embarrassment and distress, all produced by the 
measures of the Bank of England; there were very large 
^lures, and among the rest the failure of three American 
houses, whftse debiB amounted to between three and four 
millions of money. Now these men were ruined by the 
Bank of England ; they were first encouraged to overtrade, 
then the bank cut off their resources, and they fell imme- 
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diately,— not having been men of straw, not having been ' 
adventurers, but having been men (previous to the period 
when they were encouraged to go into these things by the i 
facilities afforded by the Bank of England) of very large ; 
capital." 



Mft Page then details the loss sustained by the govern- I 
ment by thia conduct of the bank : — First, the diminished f 

Jirice obtained for the loan ; secondly, the discount on the I 
oan ; thirdly, the loss by raising the interest on exchequer 1 
bills ; and, fourthly, the loss by the falling off in the re^ I 
venue, to the amount altogetlier of 3,000,000/. The next 
charge against the bank was, that with the knowledge of 
the deficiency in the corn crop in 1838, it issued a nodce 
offering to make advances, not only on bills of exchange, 
but also on exchequer bills and India bonds, and omer 
approved securities, at 3^ per cent.; the consequence of 
which was, their securities increased, a stimulus was given 
to speculation, the price of corn rose Irom 73s. 6d. a quar- 
ter to 75s. 6d, within a week; and in another week, viz,, 
11th of December, it was 78s. 4d. ; and on January the 
11th it was at Sis. 6d. 

There was also a considerable speculation in raw cotton, 
which was productive of much evil consequences, besides 
draining the bank of its bullion to the amount of 7,000,0002. 
within nine or ten months, with an increase of upwards of 
4,000,000/. in her securities. So that while they were 
ruining the country they were increasing their profits. It 
was about the latter end of 1839 that the bank borrowed 
money from the bankers at Paris, bringing such discredit 
upon the British nation, that foreigners who had money in 
the English funds sold out. 

Mr Page recommends as a remedy for these fluctuations 
in the currency, government paper to a moderate fixed 
amount, never to do exceeded or diminished, so that aH 
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fluctuations would be in tlic precious metab only. Butin 
this matter Mr Page does not take into consideration, 
wbeu he deprives tLe private banks and the Bauk of Eng- 
land of the power of issue, and gives it to the government 
alone, that, independently of the mischief whicli would 
accrue to the couutry for want of that assistance derived 
ftxini local issues, the government would not be in a bit 
better position than the Bank of England is at present, 
if they were obliged to cash their notes in gold; for when 
gold was in demand, it would be just as impossible for the 
government to retain the gold as it is for tlie Bank of 
England. 

We condemn the conduct of the bank most decidedly ; 
but, at ihe same time, it must be acknowledged tliut tne 
interest of the bank is at variance with that of the public; 
for when the public require no assistance, and there is no 
demand for gold, then the bank, in order to make a profit, 
pours forth its paper at a low rate of interest, in order to 
increase the dividends on Bank Stock, at the risk of en- 
gendering every species of public gambling; and, when 
as^stance is most needed, the bank begins to contract the 
currency, fearing the demand for gold ; her only security 
being the conviction, that should matters be brought to a 
crisis, the government must suspend cash payments; and 
this prevents the bank directors from acting candidly with 
the government, and pointing out the plan to be adopted 
in order to combine the interest of the bank with that of 
the public. 

A limited supply of one-pound notes, issued by govern- 
ment, and added to the gold standard, would doubtless 
effect this ; for, if the gold was exported, the one-pound 
notes would remain, and there would be no difficulty in the 
bank retaining a suiEcient quantity in her coffers. 

Mr Page very justly remarks, that the government 
should be independent of the Bank of England ; and that 
it would be better for the government to apply direcdy to 
the public for all necessary advances. The Bank of Eng- 
land) engrossed with its private interest, cannot advise tne 
government with candour, and very few merchants can ven- 
ture to speak in opposition to the bank, or if they do, they 
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must expect to Bee their bills refused by tlie bank in timi 
of emergency ; and thus the g^overnment is not only kei 
in ignorance of the truth, but deceived and humbugged 
every possible way by these bank directors. It is 
hoped that another session of parliament will not be 
in this parliamentary inquiry, but that some plan will bi 
adopted to remedy tne evil which threatens to destroy thi^ 
trade of the country by these excessive Suctuations, Some 
limit should be put to the rate of discount, for it appears 
absurd that witliin a very short period of time discount 
should range from three to ten per cent., and in too many 
cases we believe forty and fifty per cent, has been paid. 

We think that the Bank of England, having the power 
of increasing the circulation so largely, should never dis- 
comit at a lower rate than four per cent,, and that any 
charge above ten per cent, shoultl come under the usury 
laws. 

We see in the ' Globe' a letter from a Mr Robertson, re- 
commending that our British funds should have the same 
advantage as the foreign by having coupons attached to 
Uiem. This is the first suggestion of the sort that we have 
heard, and we think it worthy of serious consideration. 
The present plan of receiving the dividends in person, or 
giving a power of attorney, is very inconvenient and ob- 
jectionable; and we would venture to predict an increasec 
value in the present price if this plan is adopted- 



No. XI. 

Mb Muntz, one of the members for Birmingham, was 
the next person examined, and states, as his opmion, that 
the Bank of England cannot, at the same time, carry on 
its business with profit to itself and in accordance to the 
interest of the country. He considers that the bank should 
always retain in its possession one-half of its circulation in 
gold ; and this, as a matter of course, would prevent any ■ 
profit from being realized. In accordance with the pr^J 
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ceding witaeases, Mr Muntz complains of the roanagement 
of the Bank of England, and recommends a silver standard, 
to be regulated by the price of corn; but this plan, we are 
inclined to think, is better In theory than in practice. Mr 
Muntz, though we cannot admit him to be right in all his 
views, displays much ability in his plans for amending the 
circulation : when he recommends a national bank of issue 
as a regulator of the currency, he has no objection to the 
Bank of England and the other banks still continuing to 
issue. The government bank, he considers, should always 
retain half its circulation in bullion, and the Bank of Eng- 
land might issue its paper like any other joint stock bank. 

Although we object to Mr Muntz's plans, upon the 
gn)unds that we think better can be adopted, we must can- 
didly acknowledge that his ideas are origin^, have all the 
appearance of sincerity and good faith, and \K have not the 
least doubt, would be an improvement to the now existing 
state of the currency. But we are inclined to doubt the 
possibility of the government, any more than the Bank of 
England, being able to retain so large a quantity of bul- 
lion as one-half its circulation. We think it would be a 
much more simple plan for the government to add about 
1 0,000,000/. in one-pound notes to the present gold stand- 
ard, and this would give a greater steadiness to the cur- 
rency tlian any other system that has been proposed; for 
the govenunent might issue these notes from the Mint, in 
payment, with the gold, to the Bank of England for divi- 
dends, Sic; and we should be sure tliat, if the gold was 
drained out of the country, the one-pound notes would re- 
main to answer our local demands; nor would their value 
be less than tliat of gold, since they would always be re- 
ceivable by the government as taxes ; and if no more than 
10,000,000/. were issued, there could be little chance of 
auy depreciation in the currency, and the Bank of England 
would decidedly stand upon a very different and mucTi se- 
curer ground. And the only thing to be guarded against 
would oe the bank over-issuing, on account of her increased 
security ; but this we should propose to be done by limiting 
' p rate of interest, which should not he lawer than four 

r cent. 
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The government would thus possess a curb upon the 
currency, which might be used if necessary; but the 
chances are, that by thus widening the standard or base 
upon which the present top-lieavy and tottering currency 
rests, that a steauiness would be given to the whole system, 
which would prevent the recurrence of those frequent and 
fearful vibrations which now threaten every moment to 
crush by its overthrow the commerce of the country, and 
induces a belief in tbe industrious classes, that there is 
little use in contending agiuust this present ruinous system. 

The British people have well earned their character for 
energy and steady industry ; but if some effectual stop is 
not put to these constant fluctuations in the money market, 
their national character will undergo some change for the 
worse. For, when there is no security for tlie most pru- 
dent and industrious — and all are equally liable to these 
sudden squalls, by which they are involved in one common 
ruin — we cannot but expect to see the industry and energy 
of the country annihilated. 

The accounts of the moral condition of the working 
classes, as now existing in the manufacturing districts, are 
very lamentable, and seem to warn us of the danger which 
despair must produce upon the minds of the uneducated 

No man can deny the demoralizing eifect of the present 
variations in the currency upon the uneducated, and al- 
though, when a steady prosperity exists, and the working 
class may be apparently in a contented and moral condition, 
yet this is but a delusive appearance ; for let misfortunes 
come upon them — let there be high wages to-day, and to- 
morrow no work, we shall then see that their minds, un- 
strengthened by education, are incapable of bearing these 
sudden reverses. They enter into every species of rioting 
and drunkenness, they nave no moral check, therefore they 
cease to be men, tbey become beasts. What excuse can 
there be, that in a country like England, with such unli- 
mited command of wealth, where 30,000,000/. can be rea- 
dily obtained for emancipating slaves, that this worst of all 
slavery — the slavery of the mind — should exist to so fearful 
an extent. Let our legblators well consider, that more 
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than one-half of the crime committed is the result of igno- 
rance, and that if this ignorance is suffered to continue, 
they are answerable for all the mischief that ensues. 

Mr Jelinger Symons, in his very able pamphlet on pop- 
ular economy, proposes an educational franchise as a means 
of stimulating the people to acquire the elements for a more 
perfect education. There at present exists an apathy 
among the working classes upon this subject, which would 
thus be overcome, for no one would be excluded from the 
elective franchise except from ignorance, which would be 
his own choice, and would mark him among his fellows as 
stupid and ignorant. 

If the currency was properly adjusted, the industry of 
tJie country encouraged by removing all unnecessary re- 
strictions upon trade, and the education and moral instruc- 
tion of tlie people promoted, with one-half the zeal and 
energy which is displayed about foreign missionary socie- 
ties, and the empty cry for reform, without any real idea 
of the true meaning — -then would this country be progress- 
ing towards such a state of prosperity and happiness, that 
but few men now only dream of. 



No. XII. 



Mr John Horsley Palmer, a director of the Bank of 
England, states that his evidence, which was given before 
tlie Bank Charter Committee in 1832, contained the prin- 
ciple by which, in ordinary times, the bank is guided in 
the regulation of its issues. This principle he defines as 
follows : — that with reference to a full currency, and eon- 
setjuently par of exchange, by which the bank lias been 
guided in the regulation of its issues, always excepting 
special circumstances, has been to retain an investment in 
securities bearing interest to the extent of two-thirds of 
their liabilities, the remaining one-third being held ill 
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bullion and coin ; the reduction of the circulation, so for a* 
may be dependent on the bank. Mr Palmer — in this 
special statement, wberehi he definea the regulation of the 
t^nk, excepting under special circumstances, alias special 
humbug — has placed the bank directors in a special di- 
lemma ; for no man in his senses can define what special 
circumstances mean, as the directors may choose to assume 
that any circumstauees that suit their purpose may be 
special. With regard, then, to those regulations, we find 
that in ordinary times — that is to say, when all matters are 
going on in a sort of quiet jog-trot pace — the bank can 
very easily fulfil this resolution ; for England being the 
largest manufacturing country in the world, it follows as a 
matter of course that the precious metals will flow in plen- 
tifully) so that the Bank of England can very readily act 
up to this regulation of retaining a third of its issue in 
bullion ; but let tlie trade of the country be upset through 
the avarice of the Bank of England, in making money too 
plentiful, and then, under these special circumstances, let 
us see whether the Bank of England can retain the regu- 
lation amount of bullion. We shall see, in the examination 
of Mr Palmer, that he clearly proves that these special 
circumstances occurred whenever it was most agreeable to 
the bank ; and the result of this short-sighted policy was, 
that the public suffered most grievously, and the Bank did 
not prosper, as we can judge from the present price in 
Bank Stock. 

Mr Palmer was asked how soon after the charter he 
considered the baJik in a sound state ; and he replies, in 
1S33, when, according to his showing, the circulation 
amountedto 19,800,000/., and tlie deposits were 13,100,000/.; 
the total liabilities were 32,900,000/. ; the securities were 
24.,200,000/. ; the bullion was 10,900,000/. ; total assets, 
35,100,000/. ; rest, 2,200,000/. 

Between October, 1833, and March, 1835, there was a 
drain of bullion to the amount of 4,500,000/. Mr Palmer 
answers the question of whether, during this drain, the 
bank adliered to the principle laid down of maintaining an 
even amount of securities, by saying that it did so as 
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nearly as circuinstatices would admit, but acknowledges 
that this does not appear upon tlie quarterly returns. 

Mr Palmer's statement with regard to the East India 
Company's money, upon which they allowed interest, 
shows that the hank could depart from all principle laid 
down wl>enever it suited her purpose. He states that there 
was no corresponding reduction in the securities at the 
time when the bank was lending the East India Company 
money upon stock and other unusual securities. 

Mr Palmer affirms that the reduction of the liabilities 
corresponded to the amount of drain in bullion — viz., that 
the reduction of liabilities in March, 1835, was 4.,700,000/., 
and decrease of bullion waa 4,500,000/. What Mr Palmer 
means by this we are rather at a loss to comprehend ; he 
cannot surely fancy we are all stupid enough to admit that 
the reduction of liabilities corresponded with the decrease 
in the bullion upon the principle professed by the bank. 
The decrease in bullion waa 4,500,000/. ; the reduction of 
liabilities should have been 13,500,000/., according to tlie 
bank policy. 

Mr Palmer's testimony proves that the bank was getting 
into a sound state in August, 1835, having almost recovered 
from the effects of its mismanagement, when the West 
India loan was contracted for, and then the bank, greedy 
of gain, again threw everything into confusion, and caused 
all those evils which have all but ruined the country. He 
caiuiot give any satisfactory reason for any of those special 
circumstances which caused the bank to depart from the 
principle which it had laid down j the only inference to be 
drawn is, that the bank was looking to its own special 
profit, and so overlooked everything else. 

Mr Palmer endeavours to defend the conduct of the 
bank in advancing money, contrary to custom, on stock, 
&c., by the following absurd statements: — "And witli 
reference to this transaction of the West India loan, I beg 
to explain, that it appears, upon reference to what then 
passed, that it was agreed, at the time the loan was 
contracted for, and to which, I believe, the then Chancellor 
of the Exchequer was an approving party, that as the bank 
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declined to make tlie payment for tlie i instalments subse- 
quent to the seconti, as in the case of former loans tliey 
had been in the habit of doing, the circulation of London 
should not be permitted to be contracted by the payments 
being; made by the contractors, so as to cause an advance 
in the market rate of interest then existing; and, conse- 
quently, that the bank should re-issue so much as might 
bo requisite at the market rate, which understanding was 
the cause of the notices of the 5th and 20th of August, 
1835; and from many of the subscribers to tlie loan having 
only stock to offer as a security, this species of security 
was included In the notices of the 20tn of August, and 
subsequently during the continuance of those advances." 

How does this statement of Mr Palmer agree with the 
facts stated by former witnesses ? On the 6th of August 
the first instalment upon the loan was to be paid — viz., 
10 percent., or 1,500,000/.; the market rate of interest 
was 4 per cent., and the Government, calculating upon the 
possibility of requiring some portion of the loan at earlier 
dates than were named for payment, offered 3| per cent, 
for prompt payment, naturally concluding that this offer, 
being rather under the market rate, would prove an 
inducement for a moderate degree of advance of these 
instalments ; but the bank steps forward on the 5th of 
August and offers money, upon unusual securities, at 3^ 
per cent., which was as good as giving a premium of J per 
cent, to the contractors of the loan for prompt payment, 
and this lowering of interest and offer of advance upon 
stock was before one shilling had been paid ; and how 
could the bank at that period see the necessity for tliis 
departure from her usual mode of doing business ? 

The fact is, this was a very knowing piece of jockeyship 
on the part of the bank, by which the bank was to win and 
the government suffer ; and as for the currency, all con- 
sideration on that score was lost in contemplation of the 
profit to be reaped. The bank are holders of this money 
until it is wanted, and of course the government would not 
act wisely to keep more money without interest in their 
bankers' hands than was absolutely necessary ; and yet, as 
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had declined to make advances, it was prudent to 
offer a small rate of interest so as to insure a sufficient sum 
ia case of need. But the bank took good care the govern- 
ment should not feel in any difGculty from a sliort balance, 
and therefore these notices appeared, giving a premium 
for the payment of money upon which the bank was to 
make profit, and the government was to pay the piper. 
The only surprising part of this is that the bank should 
attempt to defend this conduct upon public principles and 
its great care for the state of the currency, &c. Mr Palmer 
was asked the reason why the bank declined t« pursue the 
course which they had done on previous loans? This 
gentleman's answer was — "Their not choosing to pledge 
themselves to any specific advance which might endanger 
the state of the cuirenry." 

Mr Palmer was asked for a detailed account of the actual 
state of the bank on the 5th of April, 1836, and the 7th of 
February, 1837, when he presented the following: — 
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Mr Palmer was then asked to explain these special 
circumstances which led to this apparent great deviation 
from the rule ; and he replies, " I do not consider that any 
material exce&e existed prior to August, 1836, from which 
period the export of biiltion ceaseoj from tliat time until 
the spring of 1837, the bank made considerable advances 
in aid of some of the principal commercial houses trading 
witli America^'and also in support of some leading banking 
interests in England and Ireland ; those advances were 
made with the belief and expectation that a general dis- 
credit might thereby be prevented, and which end I believe 
to have been accomplished." 

Thus, after the bank has caused a speculating mania by 
advancing money at 3^ per cent., and when the contraction 
necessary presses rather too hard, they deem it expedient 
to make further advances to uphold the tottering credit of 
those houses they had encouraged to speculate. Are those 
jaint-stock hanks to whom the Bank of England gave so 
large a discount credit included in the number of Iwnks to 
whom the Bank of England advanced 1,761,000/.? Mr 
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Palmer considers tLat the discredit upon the American 
houses originated in tlieir entering upon transactions be- 
yond their means ; but does not think the bank caused this 
by facilitating all credit transactions, nor can see any 
matter in which blame can be attributed to the bank. 

Mr Palmer shows that the Bank of England, in 1838, 
exported a million of gold to America, in order, as he says, 
to assist the Americans in their attempts at cash payments, 
and also to gain a considerable profit upon tlie exchange, 
wliich was then very high in America and low in England. 

Mr Palmer acknowledges that tJiis was a complete de- 
viation from the principle laid down by the bank, but 
considers that " the special circumstances of the trade 
between tliis country and America seemed to justify that 
departure." He says that, in the year 1837, the export 
trade to America was diminished to a very large amount ; 
that it was the object of the bank to assist in the restoration 
of that trade. He considers this "one of those special 
cases which might justify a departure from the strict rule, 
looking to the advantages of the trade between Great 
Britain and America." 

What can be expected from such short-sighted policy as 
this — that tlie Bank of England should depart from her 
rules in a manner most injurious to her own interest — that 
it should not only encourage, but set the example to, 
traders in bullion ? Could not tlie bank directors foresee 
that what would bring present profit must bring future loss 
to a much larger extent? The bank having set the ex- 
ample of exporting bullion, justified, as Mr Palmer con- 
tends, by tliese special circumstances, and abo by observing 
the influx from the Continent was continuing, tlie result 
was that this same exportation of gold continued, but the 
influx from the Continent decreased every quarter from 
the 3rd of April to the 16th of November! and from the 
close of 1838 to the 15th of October, 1839, there was a 
constant and rapid drain of bullion to the extent of 
6,837,000/., leaving only 2,525,000/. in the bank chest 
Yet, notwithstanding all this decrease, and during the 
period this drain was going on, the bank increased its 
securities by 2,836,000/. ; but this, Mr Palmer says, was 
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not done voluntarily by the baiik ; it arose from defieieiicy 
bills in the quarter ending December. But when pressed 
further, he says that there was a proportion of government 
securities, that was purchased in October and November, 
which came into the average of January. All this seems , 
very unsatisfactory, and does not say much for the exactr 
ness of the Bank accounts. Between January, 1839, and ' 
October, the transmission of gold, and the use of a credit 
by the Bank of England upon Paris, amounted to full 
10,000,000/. The credit given by the Bank of Paris was 
about two millions and a half. Tlie measures adopted by 
the bank to stop this drain of gold were, the raising of the 
rate of interest, from time to time, up to 6 per cent. ; but 
if i( had been 10 per cent, it would have been ineffectual, 
for those who have contracted engagements must have the 
money to meet them, whatever rate they pay for it. 

Mr Palmer, having stated that the measures of the bank 
failed to reduce the securities, was asked whether he con- 
ceived the bank to be under an obligation to discount to 
an unlimited extent, notwithstanding any rule which they 
may have laid down for their man^ement, or notwith- 
standing the principle of keeping a fixed amount of secu- 
rities ? — " I cannot answer that question without reference 
to a given state of circumstances." 

Mr Palmer considers one of the causes to whicli the 
drain of gold in 1839 may be attributed, to be the doubt 
which was then existing upon the Continent of the ability 
of the bank to myinUdn specie payments, but cannot 
account for that doubt. He was askea whether he did not 
think the raising the rate of interest to 6 per cent, for the 
first time for a very long period in this country, and those 
operations upon tne foreign credit, instead of a sale of 
securities by the bank, had the effect of shaking confidence 
abroad? — "It might have been so, but I cannot answer 
that question." 

Mr Palmer does not consider the publication of the 
accounts of the bank of any importance to the public — does 
not consider that merchants would contract their engage- 
ments, if they saw that the bullion in the bank was rapial]r _ 
diminishing. 




The questioQ was asked, if it was not Lis opinion that, 
during the course of the spring and summer of 1839, the 
attention of the public, and merchant and bankers espe- 
cially, was very much called to the fact of the e;raAlual 
diminution of the bank bullion, as it appeared in tte suc- 
cessive publications of returns ? — " I very much question 
if it had much effect on the merchants ; I cannot answer 
for the bankers." 

He was next asked whether it was not a fact that a very 
public discussion took place in the newspapers and in other 
quarters, and that the public attention was particularly 
called to that fact ? — " I did not take much interest in 
what was passing at that time, and therefore cannot dnswer 
that question." 

So It appears that the bank has directors who don't take 
much interest in what passes in times the most critical; 
after such an avowal we may expect excellent management. 
Mr Palmer states the amount of bullion on the Ist of 
January, 1939, to be 9,048,000/., and on the 2nd of April 
it was 5,737,000/., showing a loss of bullion between the 
two periods of 3,311,000/. The circulation on the Ist of 
January, 1839, was 17,529,000/,, and on the 2nd of April 
it was 18,111, OOOf., which gives an increase in the circu- 
lation of 600,000/. against the decrease of bullion. The 
bank deposits on the 1st of January, 1839, was 11,327,000/., 
and on the 2nd of April it was 7,087,000/. ; from which it 
appears that the decrease in the bullion fell entirely upon 
the deposits, and was not accompanied with any diminution 
of the circulation, but with some increase of circulation. 
Mr Palmer was asked whether, assuming that the bank 
had 80 conducted their business as to permit that large 
diminution of bullion to produce its natural effect of 
diminisiitng the circulation, is it not your opinion that in 
alt probability the drain of bullion would have been 
stopped before tliat time, and would not have continued 
during the succeeding months ? Mr Palmer says that 
there was no increase of securities during that period ; on 
the contrary, there was a diminution of 359,000/. ; but he 
does not state that all the diminution was on the deposits 
over which the bank had no control — the circulation In- 
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creased, and the other securities increased; and wLen asked 
whether the bank might not have sold securities, or have 
interfered in some manner to check the drain earlier tlian 
April, 1839 — "I think not, upon the principle laid down 
for its management." From the whole of Mr Palmer's 
evidence it appears tliat the panics that have occurred have 
principally arisen from the mismanagement of the bank. 
Mr Palmer defends tlie system of the bank, and does not 
appear to have intentionally erred, but from want of com- 
pletely understanding the subject ; he appears apt enough 

in theory, but, as a practical banker, has proved his n 

petency. 



What good is to result from this lengthened examination, 
it is rather difficult to conjecture ; one thing is certain, that 
if anything is to be done, it should be done quickly. The 
Bank of England has caused much mischief to the public 
by departing from the principles laid down by the directors, 
and it appears quite clear that some alteration in the cur- 
rency is necessary, in order to place the Bank of England 
in a sound position with regard to its own profits, and the 
public welfare. Many are the theories presented before 
the public as to the advantages of a metallic standard, some 
for an entirely government issue, others for a free trade in 
banking with paper ad libitum. 

So wide indeed are these theories from each other, and 
80 vehement the proposers in asserting the correctness of 
their own peculiar views, that they immediately condemn 
their adversaries wholesale, and generally overlook the 
necessity of proving by experience the strength of their 
arguments. The public, bewildered by these adverse state- 
ments, suppose the subject of the currency too difficult to 
be comprehended by any but the initiated in all the mys- 
teries which it is pretended involve this subject. But let us 
take the subject, and strip it of the technicalities, and then 
see whether it cannot be made plain enough for any man 
of common understanding to comprehend it thorongbly. 
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In the first place, the great desideratum in the currency 
s steadiness of value, in order that our manufacturers may 

|*be enabled to make their calculations upon some secure 
footing, and that their capital and energy may not be 
swamped in these continual monetary convulsions, which 
have been principally caused by our standard being only 
gold, and the fact of uxe gold being largely exported when- 
ever there is a demand for it abroad, that is when a sove- 
reign is worth much more than twenty shillings, which is 
the unchangeable value of it in England ; and as there is 
no substitute left to supply the contraction in this import- 
ant part of the circulation, why, the bank find it impossible 
to continue cash payments witnout contracting their paper 
issues. 

The last eighteen months will furnish sufficient eWdence 
to all the intelligent who will think on the subject, that 
gold alone is not a sufficient standard, and if the value of 
gold remains the same in England, the value of money does 
not^ as it is quite notorious that even in a few months it 
ranges from 3 to 15 per cent. Enderby declares, that 
for a period of twenty-four years during the suspension of 
cash payments, there was but one panic, and of this panic 
M'Culloch says, that " the run upon the bank did not arise 
from any over issue of paper, but grew entirely out of 
political causes." Are we to consider that these facts are 
not to be attended to? and does past experience go for 
nothing? Are all men who do not place their whole and 
entire confidence in gold, and in contradiction to positive 
fiicts vote for its continuance as the sole standard, to be 
counted among the number of incurably insane ? 

This subject must be met like any otlier under discussion, 
by arguments based on tacts, and not by theory alone. 
One says, gold is the moat proper standard, for its value 
does not change ; now this is in direct contradiction to fact ; 
for on the continent, gold, or rather a sovereign, may be 
worth nineteen shillings, and a short time afterwards it will 
fetch twenty-five shillings, and the worst part of the matter 
is, that this extra five shillings is not to be had in England, 

Llijerefore the public are only the losers by the contracted 
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currency, and a few speculators reap the advantage by 
exporting the gold. 

We think it may be laid down as a rule, that anything 
which is an article of commerce or speculation, as gold is, 
must be subject to variation in value, and therefore is not 
fit to be the standard, which should have as little change in 
its nature as possible. 



FRINTZO BT CHARLIS EKTMELL, LITTLE PULMKXT STREET. 
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